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“.... in the realm of federal income taxation the
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activities to be taxed are now determined by criteria
other than the needs of the federal government.
“. . . . controlling the economy, equalizing income,
assisting selected groups, and punishing undesired
activities.”
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CREDITS AND COLLECTIONS
IN THE HOSPITAL
Frances Forrester
“Primarily, the hospital is engaged in a vital service
to the community, and this responsibility must never
take second place to any other consideration..........
“Business, if it chooses, can be selective of those to
whom it extends credit. This is seldom true of the
hospital, particularly in the case of those persons
admitted through emergencies; . . .”

10

ASWA PRESIDENT COMMENTS

EDITOR'S NOTES

Naomi Nelson, president of ASWA and
assistant general auditor of the Equitable
Savings and Loan Association in Portland,
Oregon, is pleased with the ever increasing
numbers of qualified women in her specialized
field as well as the ever increasing demand
in that area for accounting and auditing
expertise in general.
During the course of announcing committee
chairmen appointments for the 1968-69 year
of ASWA, Miss Nelson commented briefly on
her sphere of the accounting profession:
“Effective January 1 of this year, the
Federal Home Loan Bank Board’s examiners
no longer include an audit in the scope of
their periodic examinations. Now, each insured
savings and loan institution must satisfy the
requirements by means of an audit performed
by qualified internal auditors. This policy
change by the Federal Home Bank Board has
increased the opportunities for accountants
now available in our industry.”
In addition to her duties as president of
ASWA and her job which entails auditing 33
savings and loan offices in Oregon, Washington
and Idaho, Miss Nelson actively participates
in the affairs of various savings and loan
societies and institutes to keep abreast of the
ever changing accounting and auditing re
quirements in her field.

With this issue, the new presidents of
AWSCPA and ASWA introduce their officers,
directors and committee chairmen for the
1968-69 year. (See inside the front cover for
full listings of names, addresses, and commit
tee assignments.)

AWSCPA PRESIDENT COMMENTS
When asked to comment on significant
trends in her sphere of the accounting pro
fession, Dr. Marie E. Dubke, president of
AWSCPA and Associate Professor of Account
ing at Memphis State University, discussed
the increasing emphasis upon a fifth year of
college for the accounting student.
Besides noting the $500/$1,500 differen
tial in beginning salaries for graduates holding
masters’ vs. bachelors’ degrees and the in
creased numbers now in graduate programs,
Dr. Dubke said:
“Pressures from the American Association of
Collegiate Schools of Business force the college
faculty to increase the number of under
graduate college hours which the accounting
major takes in his program in the areas of
liberal arts, economics, and other fields in
business administration, as well as statistics,
mathematics, and electronic data processing.
The AICPA has been inundating the profes
sion with studies, opinions, and other material.
All of this must somehow be worked into the
curriculum.
“When one reaches the limit which can
be added to individual courses, the only solu
tion is to add length to the program. It is still
uncertain whether the answer is to advocate
a five year professional degree, or a bachelor’s
degree in business administration with a mas
ter’s degree in accounting with the courses in
accounting specialization offered in the fifth
year.

President Nelson has appointed Mary Lou
Hawkins, ASWA president-elect (1969-70) and
internal auditor for DeSoto, Inc., Des Plaines,
Illinois, chairman of the Advisory Committee
for the 1968-69 administrative year of ASWA.
The three vice presidents appointed to
serve as committee chairmen are Antoinette
M. Peters, CPA, senior staff accountant with
Butler, Lamping & Ramey, CPAs, Cincinnati,
Ohio, Student Activities Committee; Bernice
M. Sensmeier, tax assistant with George S.
Olive & Co., CPAs, Evansville, Indiana,

(continued on page 12)

(continued on page 13)

ASWA APPOINTMENTS

TAXING AFFAIRS

"Over and over again courts have said there is nothing sinister in so arranging one's affairs as
to keep taxes as low as possible. Everybody does so, rich or poor; and all do right, for nobody
owes any public duty to pay any more than the law demands; taxes are enforced exactions, not
voluntary contributions. To demand more in the name of morals is mere cant."
Judge Learned Hand
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TAXATION: A MEANS TO MANY ENDS
Without attempting to present a case for or against the

efforts to

use

federal

income

taxation

powers for many ends, the author discusses goals sought to be achieved beyond the primary function
of financing government activities.

Ula K. Motekat, CPA

Denver, Colorado

At the present time when millions of people
in this country—and quite a few in other coun
tries—are debating the merits of our newly
enacted surtax legislation, it is appropriate to
examine the many ends pursued by federal
income taxation in the United States. Of all
the many taxes our various governmental
entities levy, federal personal and corporate
income taxes are undoubtedly the most impor
tant ones, because they constitute the single
most important source of government revenue
amounting to almost half of total taxes col
lected,1 and because they affect the pocket
book of virtually every citizen and every
business.
If the question is asked: what is the purpose
of taxation? the most frequent answer will
probably be: the financing of government ac
tivities. This answer was largely true in the
past and is still true for most state and local
governments. But in the realm of federal in
come taxation the amount of taxes to be
raised and the people and activities to be
taxed are now determined by criteria other
than the needs of the federal government.
Of the many ends of federal income taxation
only four will be discussed in this paper:
controlling the economy, equalizing income,
assisting selected groups, and punishing un
desired activities. None of these discussions
will be exhaustive. Instead, each part will
mention some well-known and some not so
well-known examples to prove the hypothesis

that federal income taxes are, indeed a means
to many ends.

Controlling the Economy
The concept of using taxes to actively
promote a stable economy and make full use
of all resources became popular only recently,
largely through Lord Keynes and his followers.
They theorized that taxes can aid in curbing
inflation and counteracting depression and
that steeply progressive rates can provide a
built-in economic stabilizer because they take
a higher percentage of income in times of
inflation when money wages are rising and
a lower percentage of income in times of
depression when money wages are falling.
In Galbraith’s words, “the tax works silently
and automatically on the side of economic
stability.”2
The first notable uses of taxes as economic
weapons were accelerated depreciation3 and
the investment tax credit.4 But the most im
pressive use of taxation as an instrument for
controlling the economy was, undoubtedly,
the Revenue Act of 1964.5 This act lowered
personal and corporate income taxes by about
$15 billion over a three-year period,6 but gave
such a stimulus to the total economy that
receipts from income taxes soon rose faster
than before the tax reduction.
In the years immediately preceding the tax
cut, collections from income taxes rose by

ULA K. MOTEKAT, CPA, is a doctoral student and teaching assistant at the University
of Colorado, Boulder, and holder of the Silver Medal of the Colorado Society of CPAs
for the highest score in the November, 1957 CPA examination. A native of Germany,

Miss Moteka came to this country in 1952 and became a citizen in 1956. A previous
contributor (her latest was "The Role of The Management Accountant In The New
Industrial State," in the June, 1968 issue) Miss Motekat's professional experience
includes five years in industrial accounting and three and one-half years in public practice.
Miss Motekat is a member of the unique society, Mensa, as well as of the American
Institute of Certified Public Accountants, the Colorado Society of CPAs, the American
Accounting Association, the American Woman's Society of Certified Public Accountants,
and the American Society of Women Accountants.
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mention federal gift and inheritance taxes
which also work in the direction of leveling
income and wealth by preventing the accum
ulation of large personal fortunes over several
generations.

about 5% per year. During 1964 and 1965
the rate of increase dropped to slightly below
5%, but since then income tax receipts have
increased at the rate of about 14% per year,
reflecting the growth in gross national product
brought about, at least in part, by the tax cut.7
The proposed surtax is designed to have
the opposite effect, i. e. to dampen the econ
omy and thereby to curb inflation. There
are many theories on the causes of inflation,8
but for the purposes of this paper it may be
simply stated that in our present state of
virtually full employment the demand for
goods and services increases faster than does
their supply. By raising income taxes every
body’s disposable income is decreased; there
fore his demand for goods is decreased, and
supply is given a chance to catch up with
demand. There is, of course, the danger in
any measure of this kind that demand will
be decreased so much that supply will exceed
demand, causing increases in inventories which
will lead to decreases in production and thus
to increases in unemployment.

Assisting Selected Groups
For some time the tax laws have favored
certain industries and groups. The ostensible
reason for this preferential treatment is that
such special considerations are in the national
interest. This may have been true at one
time, as in the case of the oil industry in the
1920s, or still be true, as in the case of farm
ers; but it would be foolish to assume that
Congressmen ignore the next election when
they debate income tax laws.
The percentage depletion allowance for ex
tractive industries10 is too well known to
merit special attention, but a few words may
be said about farmers. The most important of
the numerous considerations given to farmers
is the capital gains treatment for gains on the
sale of breeding animals.11 This provision
makes it possible for farmers to convert ordin
ary incomes into capital gains. If he is on the
cash basis of accounting, he can charge the
expense of raising breeding animals against
ordinary income, thus acquiring a zero basis
for his breeding stock and realizing capital
gains to the full extent of the sales price. Or,
if he has a basis in his breeding animals, he
can use one of the accelerated depreciation
methods, charge the depreciation expense a
gainst ordinary income, and increase his capital
gain upon disposition of the animals.
But the Internal Revenue Code not only
favors special industries, it also assists special
groups of taxpayers. One such group are
people over 65 years of age. Since 1948 they
have enjoyed a second personal exemption,12
and since 1954 they have been able to reduce
their taxes through the retirement income
credit.13 These two provisions14 reduce the
taxes of a single taxpayer with $4,000 of
adjusted gross income from $504 to $131 when
he becomes 65 years old. The Internal Revenue
Act of 1964 added another section which
exempts to a certain extent the gain from the
sale of a personal residence by taxpayers over
65 years of age.15
Another new feature of the 1964 Revenue
Act which is designed to help a special group,
in this case the low-income group, is the
minimum standard deduction.16 In 194217
the standard deduction of 10% of adjusted
gross income, not exceeding $1,000, had
been added to the tax laws.18 But in time
it became obvious that this deduction could
not be large for a taxpayer with a small

Equalizing Income
There is no doubt that federal taxes on
personal income have the effect of diminishing
differences in personal income and personal
wealth. Through the steeply progressive rates,
income after taxes tend to be less disparate
than gross income.
In defense of progressive income tax rates
three schools of thought have been developed.
The first is led by A. C. Pigou, the British
economist, who based his argument on the
diminishing marginal utility of money. In non
economic terms this means that the more
money a person earns, the less each additional
dollar means to him, the less he minds paying
income taxes. The second major school of
thought started with Lord Keynes and desires
to stabilize the economy, as discussed pre
viously. The third defense of progressive rates
is based on modern welfare economics and is
designed to reduce inequalities in wealth and
income. The foremost proponent of this theory
was Henry C. Simons, who stated that the case
for sharp progression must rest on the ethical
judgment that the prevailing degrees and/or
kind of inequality in income and wealth are
“distinctly evil and unlovely.”9
It is probable that all three schools of
thought on progressive taxation played a part
in the formation of the rate structure of the
Internal Revenue Code. And it is even more
probable that the last-mentioned defense, that
of social welfare economics, will in time be
come the most important one.
At this point it may be appropriate to
6

Code of 1954 the Senate Finance Committee,
basing its decision on the “desirability of foster
ing the work of such (occasional) inventors,”25
added Section 1235 which grants capital gains
treatment to the receipts for patents.
But preferential treatment can also be
accorded to very small, even exclusive groups.
In the area of itemized deductions for individ
uals, one interesting subsection allows the
deduction of special improvement assessments
if certain, rather stringent, requirements are
met, i. e. the district must cover at least one
county, at least 1,000 persons must be subject
to the tax, and the tax must be levied to retire
a debt existing at December 31, 1963.26 As
far as this writer knows only the Moffat Tunnel
west of Denver, Colorado, meets all these
requirements.
But the most famous, and the most restric
tive, example is probably the capital gains
treatment accorded to certain qualified pay
ments made to employees who, among other
things, have worked for one company for at
least 20 years and have had an employment
contract for at least 12 years which entitles
them to receive a percentage of the company
profits for at least 5 years after their retire
ment.27 The first person to benefit from this
liberal tax treatment and the alleged reason
for the enactment of the section was Louis B.
Mayer of MGM fame.28
From the above discussion it is obvious
that Congress is not only thinking of the
national welfare when it enacts special pro
visions to further selected industries, groups,
and activities. If further proof is needed that
politics enter into the formation of tax laws,
Section 4233, although not concerned with
income taxes, can prove the point. This pro
vision exempts from federal admission tax
inter-school athletic events if the “gross pro
ceeds from such game inure to the benefit of
a hospital for crippled children.”29 The con
clusion is inescapable that the Shriners had
something to do with the enactment of this
section.

income and a large family. For this reason
the new minimum standard deduction was
introduced in 1964 which provides for a
deduction of $200 per taxpayer plus $100 for
each exemption. This means that a couple
with four children can now have adjusted
gross income of $4,400, as opposed to $4,000
under the old law, before it has to pay any
income taxes.
Another group aided by existing income tax
laws are eleemosynary institutions. The de
ductibility of contributions to certain qualified
organizations19 effectively reduces the cost
of such donations and makes them therefore
more attractive to taxpayers. The fact that
contributions to political parties are not de
ductible for tax purposes has often been
blamed for the difficulties encountered by
politicians in their fund-raising activities.
Aside from assisting certain industries and
groups, the Internal Revenue Code also favors
some activities, the most important of which
is research and development. This activity
is furthered in two notable ways in that expen
ses for research and development can be
written off when incurred instead of being
capitalized20 and in that royalties and certain
other monies received for patents are taxed at
capital gain rates.21
The history of the development is interest
ing because it shows so well the working of
Congress. Under the Internal Revenue Code
of 1939 receipts from patents received the
same ordinary income treatment as did re
ceipts from literary and musical compositions.
In 1948 General Eisenhower’s book Crusade
in Europe was sold to a publisher in such a
way that the author realized capital gains
rather than ordinary income.22 The publicity
caused by this transaction prompted the pre
dominantly Democratic Congress to amend
Code Section 1221 in 1950 “so that the trans
fer of a copyright or similar property would
generate ordinary income even for the amateur
author.”23 And in 1952 this change in the law
caused a hardship for a Democrat, former
President Truman, who could avoid the high
tax rates only by selling his memoires on the
installment basis.24 In the Internal Revenue

Punishing Undesired Activities

For almost half a century Congress has tried

From "The Future of the Accountant—and the Accountant of the Future"
The accountant of the future throughout the world is going to be of the female sex in at least
one out of four cases, and the sooner this is realized by Australian employers the sooner they
will eliminate many of their difficulties in obtaining sufficient qualified accountants.
The Australian
Reg S. Gynther
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Accountant,

July,

1967

to regulate conduct through tax laws, but it
was not until relatively recently that it became
successful when the Supreme Court began to
uphold some of its regulatory taxes. In order
to show the development of federal activity
in the field of meting out punishment, it is
necessary to look at some old laws, court
cases, and court decisions.
In 1919 Congress enacted a law levying
a 10% tax on persons employing child labor,
and in 1922 the Supreme Court of the United
States was called upon to rule on the con
stitutionality of this law.31 In its decision the
Supreme Court referred to the Tenth Amend
ment which reserves certain rights to the
states and stated that it could not uphold
laws violating the Tenth Amendment, even
though these laws are “designed to promote
the highest good.”32 The Court recognized
that, if it upheld this tax, it would open the
door to Congressional regulation through tax
laws of many areas over which the states
have jurisdiction. In declining to give Congress
that much power the Court stated that “the
so-called taxing act must be naturally and
reasonably adapted to the collection of the
tax and not solely to the achievement of some
other purpose plainly within state power.”33
In 1935 the Supreme Court was still of the
same opinion when it held a special additional
excise tax of $1,000, placed only on persons
who carried on a liquor business in violation
of state law, unconstitutional.34 But by 1953
the Supreme Court had changed its position
when it upheld the constitutionality of the

Wagering Occupational Tax.35 In its decision
it acknowledges the fact that the wagering tax,
as well as the narcotics and firearms taxes,
have a regulatory effect, but it also points out
that the tax does produce revenue. In uphold
ing the law the Court stated: “It is axiomatic
that the power of Congress is extensive and
sometimes falls with crushing effect on busi
nesses deemed unessential or inimical to the
public welfare, or, where, as in dealing with
narcotics, the collection of the tax is also
difficult.”36
From the above cases it is seen that the
Supreme Court sanctions Congress’ attempts
to extend its taxing power to regulating ac
tivities it considers undesirable. But not only
Congress is thus occupied. The Internal
Revenue Service is lending a helping hand
in prosecuting unpopular persons for income
tax evasion. The most famous case in this
respect is, undoubtedly, the one against Al
Capone.37 In a similar case, this one against an
extortioner, Mr. Justice Black specifically men
tions this trend in his dissenting opinion:
“Since it seems pretty clear that the Govern
ment can never collect substantial amounts of
money from extortioners, there must be an
other reason for applying the tax law to money
they extract from others. The Government’s
brief is suggestive of the only reason that oc
curs to me—to give Washington more and
more power to punish purely local crimes such
as embezzlement and extortion. Today’s deci
sion illustrates an expansion of federal criminal
jurisdiction into fields of law enforcement here-

NOTES
21Ibid., Section 1235.
22Boris I. Bittker, Federal Income, Estate and Gift
Taxation (Boston: Little, Brown and Company, 1964),
p. 566.
23Ibid., p. 568
24Ibid., p. 813
25Ibid., p. 567, citing Report No. 2375 81st Cong.
2d Sess.
““Internal Revenue Code of 1954, Section 164(b)(5)(B)
as amended by Public Law 88-272.
27Ibid., Section 1240.
28Louis Eisenstein, The Ideologies of Taxation (New
York: The Ronald Press Company, 1961), pp. 156-157,
and Boris I. Bittker, op. cit., p. 525.
29Internal Revenue Code of 1954, Section 4233(a)(1)
(C)(i).
3040 Stat. 1957 (1919) Title XII.
31Bailey v. Drexel Furniture Co., 259 U. S. 20 (1922)
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34United States v. Constantine, 296 U. S. 287 (1935)
35Internal Revenue Code of 1954, Section 4411.
36United States v. Kahriger, 345 U.S. 22 (1953), cited
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aluminum industry, there is no doubt that
it was in his mind.

tofore wholly left to states and local com
munities.”38
In spite of Justice Black’s strong lecture to
the Internal Revenue Service, the trend is
towards more prosecution for income tax
evasion of people who may not be guilty of
any crime, but who engage in activities
frowned upon by some part of the population.
Examples which come to mind in this respect
are the prosecution of James R. Hoffa for
income tax evasion on legal fees paid by the
Teamsters Union and the investigation of
the Klu Klux Klan and its officers a few
years ago. Another use of the Internal Revenue
Service was demonstrated during the steel
price crisis several years ago. At that time the
late President Kennedy uttered the thinly
veiled threat to have the cost figures of the
steel industry investigated by the IRS and,
although President Johnson did not mention
this weapon in his test of strength with the

Conclusion
From the foregoing discussion it is obvious
that federal income taxes are increasingly used
for purposes other than the raising of revenue
to finance governmental activities. Many more
instances of tax provisions to accomplish other
ends could be cited, such as capital gains
treatment for stocks to further investments, the
income-splitting benefits for married couples
to reward marriage, (and now the new rules
on dependency exemptions to help divorced
fathers paying child support39), the deduct
ibility of mortgage interests and real estate
taxes to assist home-owners. But the examples
cited should be sufficient to prove the hypoth
esis stated in the beginning, namely, that
federal income taxation is a means to many
ends.

BINDING THE LEDGER
When invitations to the wedding of Dorothy Debit
agreed that the union of the two was inevitable.

and

Christopher

Credit

arrived

everyone

After all, they had been thrown together for many years. Every day they crossed Bank Bridge
where they visited momentarily before bouncing off to their various destinations. Dot Debit
usually arrived at Asset Avenue while Chris Credit's duties usually led him along Liability Lane.
Further, they frequently met for a little tete-a-tete on Receivable Road or Payable Place. However,
some days Dot spent her time riding the Expense Elevated while Chris soared on the Sales Subway.
Their differences, as Peter Profit
deplored Dorothy's delight in piling
much time racing for revenue. They
in spite of her spendthrift ways,
piling up debts.

pointed out to Lottie Loss, were certainly considerable. He
up expenses, while Lottie insisted that Christopher spent too
agreed, also, that Dorothy was great at accumulating property
and Chris, although making many sales, was no slouch at

Of course, there is that old saying that "opposites attract," and it was decided that the two
would stay in balance. After a short honeymoon at Taxpayers' Tavern situated on Bankruptcy
Bay, the happy couple will reside with Aunt Nettie Worth and keep her house in order.
Charma Leonard
Columbus, Ohio
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CREDIT AND COLLECTIONS
IN THE HOSPITAL
The author discusses special credit problems encountered by hospitals because of
their vital service to the community, often on an emergency basis,—that of bringing
sick people back to health and well-being.
Frances Forrester

Atlanta, Georgia

Credit is generally accepted as a way of
life today, a characteristic of our age. The
extension of credit covers every product and
service and the American people take it for
granted in their personal financial planning.
Credit plays an important role in our entire
economy. Its impact is a most vital factor.
Is it not reasonable then to expect the
hospital to offer its service on a credit basis?
And certainly a well informed public can
and should be educated to accept its policies
regarding credit just as it does those of
business.
Let us look at some of the differences in
the problems of credit extension by the hos
pital versus that of business. Primarily, the
hospital is engaged in a vital service to the
community, and this responsibility must never
take second place to any other consideration.
In business, the increasing of sales volumes
and profits are the major considerations in
establishing credit policies. As a matter of
fact, we have seen the development of these
as a selling tool definitely tailored to stimulate
sales.

cannot put a ceiling on credit; whereas
business can, without hesitation, limit the
amount of credit to be extended. Higher
credit is often, therefore, extended by the
hospital than by any other creditor. Generally
speaking, business has more time to inves
tigate credit requests than does the hospital,
and as a result can more likely set up terms
which can be met satisfactorily.

Hospital Position
What then should be the hospital’s position?
Is it right that it should always be so lenient?
The hospital is no longer a charitable place
of refuge for the unfortunate, but a place
concerned with health care for the entire
community. It has become a self-sustaining
institution, and in fairness to all members of
the community, those who can pay must pay.
Perhaps the public needs additional educa
tion as to this philosophy, but indications
are it is generally ready to accept the cost of
health care as a financial obligation of its
budget-type way of life. Certainly with the
aid of third party payers—insurance companies,
welfare, medicare—most of the cost of health
care can be met by the patient.
The hospital in turn, needs to be sure it
is securing payment from all who can pay,
not just from those who are willing to pay.

Business Position
Business, if it chooses, can be selective of those
to whom it extends credit. This is seldom true
of the hospital, particularly in the cases of
those persons admitted through emergencies;
it becomes an “involuntary” grantor of credit.1
The hospital in its role of serving humanity

Credit Policy and Procedure
“Credit responsibility................ is twofold:
(1) to formulate a feasible and comprehensive
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In collections, for the hospital as well as
business, it is important to use all available
tools. An aging of accounts receivable should
be made as quickly as possible at the end of
each month. This will serve as an excellent
worksheet for follow-up on delinquent ac
counts.
Letters may be used, their content depend
ing upon the conditions surrounding the
particular account. (A series of form letters
may be developed.)
The telephone is an effective device—the
debtor cannot escape you and you can get
his reaction; but be sure all pertinent infor
mation is at hand and pre-decision of require
ments formulated. If stronger means are nec
essary, good collection agencies should be
selected.
The local credit bureau can be invaluable
as an aid to collections as well as at pre
admission time in determining the degree
of credit risk. Be sure that the collection
department personnel are not inclined to
classify the “will nots” as “cannots”. A positive
approach should prevail in every contact with
the patient.
Personnel of the admitting office should be
carefully selected and thoroughly trained re
garding the credit policies designated by the
Board. They should be understanding and
sensitive so they may be alert to pertinent
information revealed during the interview.
Carefully designed forms should be prepared
so that complete information for credit pur
poses will be secured.
“Every reasonable precaution should be
taken at the time credit is granted.......... ”7
At this initial contact, every effort should be
made to be sure the patient understands the
hospital’s policy, to pinpoint financial respon
sibility and, if needed, to give assistance in
making- credit arrangements. The admitting
department should establish “a clear under
standing between the hospital and patient
before the indebtedness is created and well in
advance of presenting a bill requesting full
payment”.8
Pre-admission Procedure
The hospital has the opportunity to be
selective of some of its patients. As soon as it
receives a request for admission, a pre-admission
questionnaire can be sent. When this is re
turned, the information should be carefully
evaluated, certain portions verified (such as
employment, bank, insurance coverage), and
a credit report secured from the local credit
bureau or other agency if deemed necessary.
If the pre-registration inquiry is not re
turned, this within itself is a danger signal.
If the answer indicates the patient has no

policy and (2) to conduct an equitable billing
and collection program”.2 Credit policies are
the responsibility of the Board of Trustees.
They should be set so as to be compatible
with the practices existing in the given locality
and cognizant of any changing financial con
ditions in the area.
Members of the Board are usually leaders
in the business field who are civic-minded,
and, therefore, policies set by them will likely
be done on a business basis tempered by the
needs of the community and humanitarian
aspects. The Trustees can assist by helping to
inform the community of the importance of
having its hospital operated on a sound finan
cial basis.
The practical implementation of these
policies is the responsibility of the administra
tor. He should see that all hospital personnel
working in any credit-related area are thor
oughly familiar with the policies established
by the Board.
Let us now look at some considerations
for good credit and collection procedures.
“The admitting office is frequently referred
to as the nerve center of the hospital. This
appropriate identification results from the
increasing scope and complexity of this de
partment, which is charged with governing
the flow of patients in accordance with
hospital policies, and serving as a screening
point through which all patients must
pass.......... It is a recognized and proved
fact that a good credit and collection pro
gram in any hospital begins with the initial
indoctrination of incoming patients in the
admitting office. A hospital does not serve
in order to collect money, but it must collect
money in order to serve.”3
“Though the growth of hospitalization plans
has greatly reduced the quantity of credit and
collection problems, the remaining problems
are more acute.”4 Therefore, a systematic bill
ing and collection procedure is essential. “The
key to sound hospital credit is a coherent and
functional billing and collecting policy for
accounts receivable.”5
Billing should be current and accurate.
The collection practices should be firm but
flexible, consistent, and approached in a pos
itive manner.
In collections, time is of the essence. The
majority of bills are paid within the first three
months. During this time, too, there may
be an indication of how well the patient
will live up to his financial agreement. “Good
collections depend first, on the ability and
the willingness of the patient to pay, and
second, on systematic and regular collection
follow-up of those who delay payment.”6
11

insurance coverage, it is possible he is either
unable to pay or will be very slow in paying.
(Those who cannot afford hospitalization
insurance premiums are not likely to be able
to pay hospital bills.)
A careful analysis of the pre-admission in
formation enables the hospital to make a
financial evaluation, to identify bad risks,
and to decide what method of payment will
be acceptable.
Frequently, arrangements may be made
prior to admitting the patient. If he has
previously been a patient, his old ledger card
will show how he paid—his insurance coverage,
whether or not he was a welfare account, or
if collection had to be made through an
agency. Reliable information is the most val
uable aid to extending credit.

NOTES
1L. T. Servais, “Telephone Cuts This Hospital’s
Credit Loss”, The Modern Hospital. Nov. 1966
2Cletus J. Turnbach, “Toward a Sensible Credit
Policy”, Hospitals. July 1, 1962 p.52.
3Robert A. Schott, “Pre-Admission Credit”, Hospital
Accounting. Jan. 1967 p. 12.
4K. V. White, “How to Reduce Credit and Collection
Costs”, Hospital Topics. Nov. 1967 p. 33
5Cletus J. Turnbach, “Toward a Sensible Credit
Policy”, Hospitals. July 1, 1962 p. 46
6National Retail Credit Association, “Hospital Credit
and Collection Manual”. 1959. p. 30
7Michael Gimbel, “Who Gets the Credit?”, Hospitals.
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8Don D. Hamachek (edited by), “Procedures Used
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July 1962 p.53
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AWSCPA PRESIDENT COMMENTS

AWSCPA APPOINTMENTS

In Summary

In line with Dr. Dubke’s remarks with re
gard to continued study and self-development
was her appointment of vice president Marjorie
June, CPA, Touche, Ross, Bailey & Smart,
Chicago, chairman of the Society’s important
Education and Research Committee. This
committee focuses attention on the values of
accounting career education.
Vice president Dorris C. Michalske, CPA, of
Cleveland was appointed chairman of the
Finance Committee and Dorothea E. Watson
CPA, Arthur Young & Company, Oklahoma
City, was appointed chairman of the Public
Relations Committee.
Directors appointed to serve as committee
chairmen are Sally Self, CPA, Neiman Marcus
Company, Dallas, Texas, Publicity; Patricia
Stanton, CPA, Lybrand, Ross Bros. & Mont-

(continued from page 4)

“Even with five years of formal study,
the accountant, as always, will find that his
“learning” does not cease at commencement.
There is growing support for a program which
would require all practicing CPAs to complete
a certain number of hours or seminars or
study programs in order to maintain his yearly
registration with the state. This only em
phasizes the fact that the profession today
realizes the importance of continuing study
and self-development to enable the CPA to
serve his community and the public. The
good accountant is already meeting these
requirements. State law may soon protect the
public by denying practice to the indifferent
or lazy accountant.”
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ASWA APPOINTMENTS
(continued from page 4)
Program Committee; and Jane M. Urich, CPA,
senior staff accountant with Millhouse and
Holaly, CPA’s, Flint, Michigan, membership
committee.
Treasurer Nelita G. Hooper, CPA, of New
Orleans, Louisiana, has been appointed chair
man of the Finance Committee. Known pro
fessionally as N. Gorman Hooper, she has her
own CPA practice with offices in New Orleans
and several adjacent communities.
The eight directors have also been ap
pointed chairmen of standing committees for
the coming year. A second year member of
the board, Maureen L. Cleary, assistant sec
retary, assistant treasurer and purchasing agent
of the Waterbury Screw Machine Products
Company, Waterbury, Connecticut, will serve
as chairman of the Bylaws and Legislation
Committee and new board member, Mary E.
Collier, CPA, who has her own CPA practice
in Miami, Florida, will serve as chairman of
the Chapter Development Committee.
Madeline Draheim, another second year
member of the board, and corporate secretary
of Hanson & Orth, Inc., secretary and director
of Knight, Smith & Co., Inc. and director
of Hanson & Orth (London) Ltd., will be
chairman of the Bulletin Committee, Miss
Draheim is in Flushing, New York.
Chairman of the important Education Com
mittee will be Elizabeth A. Reid, chief ac
countant for Comstock & Wescott, Inc. in
Cambridge, Massachusetts. Miss Reid, who
was formerly senior budget analyst for Ray
theon Company, lives in nearby Arlington,
Massachusetts.
Another member new to the national board
this year, Madeline M. Guimond, accountant

and office manager for University Gardens,
Inc., Riverside, California, has been appointed
chairman of the Public Relations Committee.
Martha F. Slaton, Bethesda, Maryland,
elected this year for a two-year board term,
will be chairman of the Publicity Committee.
Miss Slaton is an accountant with the Ches
apeake & Potomac Telephone Company in the
District of Columbia with the title of unit
supervisor which is a step up from her former
position as accounting supervisor.
The new chairman of the Award Committee
will be new board member Eunice E. Stockman, an early retiree recently from her long
time position as supervisory auditor in the
regional office of one of the largest of the
U. S. Government audit agencies. Miss Stockman, who is from Alhambra, California, has
been on an extended tour of Europe recently.
ASWA past president, Julia Kaufman, a
licensed public accountant with her own public
accounting practice in Cleveland, Ohio, will
serve as chairman of the Policy and Procedure
Committee.
Not serving as a committee chairman, but,
nevertheless, an important member of Pres
ident Nelson’s team is secretary Marjorie M.
Becker, Portland, Oregon. Mrs. Becker is
associated in business with her husband, Henry
G. Becker, CPA.
EDITORIAL COMMENT

We are pleased to present the foregoing
rather lengthy recitation of the committee
appointments by the presidents of AWSCPA
and ASWA for several reasons. First, we be
lieve that notice should be taken of those who
recognize their duty to their profession and
are willing to fulfill that obligation by serving
it through professional societies. Also of im
portance is recognition of the firms that sup
port them in their off-the-job professional
activities.
Perhaps most interesting of all, however,
is a look at the span of the cross-section of
our country’s total activity that is served by
the accounting abilities of just the officers,
directors and committee chairmen of the two
societies. From the glamorous Neiman Marcus
Company representing retailers, through the
national and local accounting firms, manufac
turing concerns, banking houses, savings and
loan associations, housing facilities and utility
companies to college level teaching, all are
dependent upon the quality of professional
accounting skills available to them to effec
tively operate.
We hold this to be a concrete demonstration
of the vital contribution of the accounting
profession in the total scheme of living.

gomery, Salt Lake City Utah, Membership;
Doris A. Welch, CPA, Sacramento, California,
Publications; Katherine M. West, CPA, Brooklyn, New York, Legislation; and past president,
Frances D. Britt, CPA, Costello & Marshbank,
Seattle, Washington, Policy and Procedure.
Other members appointed to serve as
committee chairmen are Doris J. De Bri, CPA,
Chicago, Illinois, Central Register and Ethel
Richmond, Long Beach, California, Award.
Completing the array of talent that Dr.
Dubke has serving the Society with her are
secretary Mary B. Sommer, CPA, with Marine
Midland Trust Company of Western New York
in Buffalo and Vera B. Coulter, CPA, with
North American Rockwell Corporation, El
Segundo, California.
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TAX FORUM
DORIS L BOSWORTH, CPA, Editor
Peat, Marwick, Mitchell & Co.
New York, New York

FINAL REGULATIONS - SEC. 482

on loans between related parties, with a range
of from 4% to 6% simple interest. In the
alternative, the burden rested with the tax
payer to establish a more appropriate arm’s
length interest rate.
The final regulations interject a third possi
bility. The interest rate will not be disturbed
upon examination if it lies somewhere between
the arm’s length rate and the safe rule. Trans
lated into specific percentages, if the appro
priate arm’s length interest rate can be estab
lished at 7%, and 6½% has been charged, the
Treasury Department cannot apply the im
puted interest rate of 5% due to the excess
over the safe haven rule, nor can it adjust the
charge to 7%.

With the publication of the proposed regu
lations under Section 482 in August, 1966,
greater emphasis was placed by the Treasury
Department on the examination of returns
involving taxable entities controlled by the
same interests.
Some of the ensuing problems have been
discussed in the Tax Forum in prior issues.
A review of this area is now recommended due
to the publication of final regulations in T. D.
6952, 4/16/68.
Basically, the final regulations describe the
applicability of the “arm’s length’’ standard
to five types of transactions. In certain instan
ces they also indicate a “safe haven” rule
which will be acceptable, unless the taxpayer
desires to establish more appropriate standards.
Your attention is called to the significant
changes, as set forth in the Treasury news
release accompanying the final regulations.
Due to their importance in connection with
future transactions between related entities,
however, a detailed study of these changes is
recommended.

Performance of Services

The criterion for determining an arm’s length
charge for services rendered a related taxpayer
has been modified. Under the proposed reg
ulations, unless the performer rendered services
as part of a trade or business the charge was
deemed to be equal to the costs incurred.
Under the final regulations, where the
rendition of services constitutes an integral
part of the activities of either of the related
parties (even though neither is in the business
of rendering such services), the arm’s length
rule concerning costs incurred will not prevail.
Prop. Reg. 1.482-2(b) (7) has been published
delineating the instances in which services
are considered an integral part of the business
activity of the related parties. Under Rev.
Proc. 68-22, IRB 1968-19 taxpayers may re
quest application of the rules to past taxable
years under the previously proposed regu
lations. 1.482-2(b) (7).

Sales of Tangible Property

There is no alteration in the description
of the three pricing methods to be used in
determining an arm’s length price, nor the
conditions under which each is to be applied.
In connection with the “comparable uncon
trolled price” method, however, a greater
range of adjustments may be taken into
account.
The limitation in connection with the use of
a fourth method, predicated on its use by
the taxpayer in the past, has been removed;
but its appropriateness must still be estab
lished. The Service has indicated the possi
bility of approving guidelines for a given
industry where its members have chosen a
fourth pricing method.

Use of Tangible Property

The safe haven formula applicable to owners
and users of tangible property not engaged in
the rental business has been altered. The
Treasury news release merely stipulates that
the changes in the formula provide a level
rental charge; but a detailed study indicates
the final regulations go beyond this.

Loans or Advances

The proposed regulations set forth a safe
haven rule concerning interest to be changed
14

All taxpayers adopting the safe haven for
mula should, therefore, examine this final
regulation for possible revision of their present
rental charges.

Transfer or Use of Intangible Property
The detailed rules concerning bona fide cost
sharing arrangements in connection with the
transfer of intangible property between related
interests, have been replaced by a statement of
the general rules based on arm’s length stand
ards. This extremely complex area of the
regulations may receive additional relief
through submission of cost sharing plans to
the Service for prior approval; although the
possibility of such a remedial administrative
procedure is only being studied at this time.
As stated at the outset, all of the foregoing
represents changes effected in the final reg
ulations under Section 482, to be found in the
news release accompanying their publication.
It is apparent, however, that any taxpayer
coming within the purview of this Section
must “review the bidding” to ascertain that
current requirements are being met; or even
with the idea of taking advantage of modifi
cations in the future.

Side Effect
While on the subject of Section 482, your
attention is called to certain side effects of
its applicability. Social Security Tax Ruling
154 sets forth the various circumstances under
which an individual performing services for
related companies may be subject to more
than one Social Security tax liability. The
results are dependent upon the treatment of
the individual’s compensation, as between
companies.
To take one example, if an individual is
an employee of one entity, but performs
certain administrative duties for related en
tities, for which a management fee is charged,
only the employer company would be liable
for Social Security tax on the first $7,800.00
of his wages. Where, however, the employer
company allocates a portion of his salary
among the related companies on the basis
of services performed for. each, dual employ
ment is deemed to exist, and each company
would be liable for Social Security taxes on
the first $7,800.00 of compensation so al
located.
Where several such situations exist within
one group, Section 482 compliance should be
approached in the light of the rules set forth
in Social Security Tax Ruling 154.

TWENTY-FIVE YEARS AGO-in THE WOMAN CPA
On June

10,

1943, the President signed the Current Tax Payment Act of 1943, thus marking

the end of months of effort on the part of Congress and the Administration to evolve a

plan

for placing individual taxpayers on a pay-as-you-go basis. The new law is applicable to individuals
only and does not extend to corporations, estates or trusts. It imposes no new tax nor does it

remove any old ones. It merely provides a means for collecting current taxes, as far as possible,
during the year, as in the past.

As is inevitable in shifting from one major tax plan to another affecting some forty-five million

taxpayers, the new Act is quite complex in its provisions.
From "The Current Tax Payment Act of 1943" by Mary E. Humphrey, August 1943
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REVIEWS—Writings in Accounting
PHYLLIS E. PETERS, CPA, Editor
Touche, Ross, Bailey & Smart
Detroit, Michigan

“A PROPOSAL FOR CONGLOMERATE
DISCLOSURE," Joe J. Cramer, Jr., and
Thomas Iwand, Business Horizons, Volume
XI, No. 2, April 1968.
The author examines the problems of re
porting operating results for a multi-industry
firm—a problem of increasing importance today
as a result of the growth of conglomerates. He
reports the dissatisfaction of many with the
consolidated financial statements of conglom
erates—dissatisfaction because the statements
do not contain the type of information re
quired for rational investment decisions since
they may obscure operational inefficiency in
one or more divisions.
He also reports indications that the SEC
appears eager to prescribe divisional reporting
and the use of product line methods of disclo
sure. Actual statements for fiscal 1966 for one
firm are given as examples of net income dis
closure by product lines.
In the authors’ words the article attempts
to demonstrate that “reasonably accurate
product line or divisional income statements in
contribution form can be prepared.” A note
worthy article in a day of conglomerates—one
that is well worth the reading time.
Dr. Bernadine Meyer
Duquesne University

“THE INCOME TAX: IS THERE AN AL
TERNATIVE?” Gerald R. Rosen, DUN’S RE
VIEW, New York, Volume 91, No. 3, March
1968.
“SOME ECONOMIC EFFECTS OF ADDED
VALUE TAX,” Jack Moore and Jean-Claude
Samaran, JOURNAL UEC, Verlagsbuchhand
lung des Instituts der Wirtschaftsprufer
GMBH 4 Dusseldorf, Germany, January 1968.

The need for new types of taxation in many
parts of the world has led to consideration
of a relatively new form of taxation, namely,
the value added tax, which has been discussed
recently in two different publications-one
in the United States and the other in Europe.
Mr. Rosen’s article in DUN’S REVIEW
points out that traditionally Americans have
16

been concerned primarily with the increasing
size of their tax load and how they themselves
are hit; but now, more and more executives,
economists, and even government personnel
are beginning to question the type of taxes we
pay. Income taxes today are levied not only
by the federal government, but also by many
states and even cities and counties; the result
is an urgency to find other forms of taxation.
Mr. Rosen mentions briefly the possibility
of a federal sales tax, questions whether excise
taxes would be an ideal place to shift some
of the income tax burden, and then devotes
the rest of the article to a discussion of the
value added tax. Essentially, a value added
tax is levied on the selling price of a firm’s
products less the cost of goods purchased from
other firms that went into the production
process. There can be many variations de
pending on whether the company is permitted
to include such things as capital expenditures
and depreciation.
In 1949 an advisory group headed by
Professor Carl Shoup of Columbia University
recommended that the Japanese government
adopt VAT. The Japanese did not accept the
recommendation, but in 1954 the French be
gan using a value added tax with the Germans
following suit in early 1968.
The state of Michigan in 1953 adopted
a business activities tax, a form of VAT.
(Editor’s note-Michigan’s business activity tax
was dropped at the end of 1967 when a state
income tax was adopted.)
Economic experts are split over VAT on
ideological grounds and Mr. Rosen gives
the views of some of the country’s foremost
economists. It is admitted that the tax is not
easy to administer; but Mr. Rosen says that in
the view of those who know, there are strong
chances that the United States will be turning
to some form of VAT in the future.
Turning to Europe, the article by Moore
and Samaran is published in French in JOUR
NAL UEC (The European Journal of Accoun
tancy); there is a complete German translation,
and the item referred to at the beginning of
this review is the English summary of the

French “De Quelques Effects Economiques
de la Taxe sur la Valeur Ajoutee.”
Moore and Samaran define TVA, or tax
value added, as “a general consumption tax
which is in exact proportion to the price of
goods and services, regardless of the number
of transactions that have taken place in the
production and distribution process preceding
the stage at which the tax is applied.” On
January 1, 1968, a revised TVA law took
effect in France, and in Germany TVA will
be introduced to replace the long-established
turnover tax. Belgium, Luxembourg, Italy,
and The Netherlands must follow suit by
January 1, 1970. Considering the high pro
portion of turnover taxes to the gross national
revenue, the change to TVA represents a
profound fiscal reform with considerable eco
nomic repercussions. Elsewhere, only Den
mark has a full-scale TVA system which
may fairly soon be adopted by Sweden.
Despite some opposition in the United King
dom to TVA, it is certain that any new mem
bers of the European Economic Community
will have to adopt the TVA directives already
in force.
The article explains the turnover taxes and
compares them with TVA. It also discusses
the advantages and disadvantages of TVA
from the standpoint of business administration
and costing, the accounting changes to be
made on conversion to TVA, and the auditing
procedures.
Among the conclusions given at the end
of the article, one is that the accounting and
administration of TVA is more costly than
that for cumulative turnover taxation but, in
the French experience, this additional burden
is not excessive. Another conclusion is that the
adoption of TVA does not greatly add to the
auditor’s tasks.
With the increasing growth and importance
of international businesses and with the in
creasing use of a value added tax in Western
Europe, it appears that a knowledge of this
form of taxation is important for those busi
ness personnel engaged in international oper
ations. Should the tax be adopted in the
United States, it will, of course, be important
to all business personnel in the United States.

Mary E. Burnet, CPA
Rochester Institute of Technology

“IS GENERALLY ACCEPTED ACCOUNT
ING FOR INCOME TAXES POSSIBLY MIS
LEADING INVESTORS?—A Statement of
Position on Income Tax Allocation,” Price
Waterhouse & Co., New York, New York,
1967.
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This little 27-page booklet was published
by Price Waterhouse & Co. to support its
views on income tax allocation just prior to
the time that the AICPA Accounting Princi
ples Board published its exposure draft on
the subject. (Editor’s Note: The AICPA
Accounting Principles Board issued an au
thoritative pronouncement on the subject in
December 1967. That pronouncement, Opinion
No. 11, “Accounting For Income Taxes,” has
been reviewed in the April 1968 issue of this
magazine.) In the recent past, there has been
a great deal written concerning income tax
allocation. This small pamphlet is, in this
reviewer’s opinion, one of the clearest, most
concise, and best written articles supporting
the “against” position of income tax allocation.
The firm studied the effect of accelerated
depreciation and installment sales on tax ac
counting as it applies to 100 companies during
1954-1965. Of these, 90 were among the
500 largest industrial corporations listed by
Fortune, and 10 were large corporations en
gaged in retail trade. As a group, the 100
corporations deferred almost $1 billion of
taxes during the years 1954-1965. They had
to pay only about $20 million (2%) of these
deferred taxes in the 12-year period. There
fore, Price Waterhouse asks, is this really a
deferred item or is it realistically a remote
contingency?
Taxes have long been a controversial subject
in accounting theory. There are those who feel
they are an expense like any other expense.
If this philosophy is followed, they ought
certainly to be matched against revenue.
This is the philosophy which seems to be the
prevailing argument in favor of income tax
allocation. However, other theoreticians have
held that income taxes are forced distribution
of income to the government, and therefore
are unike the ordinary or even extraordinary
expenses of the firm. The firm ought to try
to minimize the distribution, but to relate
these to the revenue flow is unnecessary or
even impossible.
It would appear to this reviewer that Price
Waterhouse is taking a position somewhere
between these two extremes. The firm ex
cludes from its discussion of income tax al
location the tax differences which result from
handling specific items differently in the short
term for taxable and financial income. An ex
ample of this type of transaction would be
expensing on the tax return the amount paid
in one year for advertising catalogs which will
be amortized over several years on the finan
cial statements. The taxable income would be
smaller than book income in the year of the
purchase of the catalogs; this difference would

be exactly offset by the increased taxable
income (over book income) in the years during
which the catalogs were amortized. For these
specific, directly offsetting type transactions,
which will definitely affect tax payments in
the immediate future, Price Waterhouse would
agree to income tax allocation.
However, we have at present two other
types of income tax complications. The first
type is that discussed in this pamphlet. So
long as the company is a going concern (and
isn’t this one of our basic accounting princi
ples or underlying assumptions?) accelerated
depreciation and installment sales will con
tinue. It is true that these may continue at
an increasing or decreasing rate. However,
they will hardly stop unless the firm ceases to
exist. Therefore, the problem is not one of
shifting an expense from one year to another
in the forseeable future. It is a problem of
permanent or nearly-permanent deferral until
the company ceases. As Price Waterhouse’s
study indicates, a 2% payment over a 12-year
period does indicate that this item is more
nearly a remote contingency than a definite
liability.
The second type of income tax complica
tion, and this is not discussed in this pamphlet,
is the special reduction in taxes granted by
the government to spur investment—the socalled investment credit. Efforts have also been
made to relate these credits to the asset
accounts and the expense accounts which
relate to the assets, under the theory of match
ing revenue and expense. A strong argument
used is that one cannot have income from
a purchase. Once again, to this reviewer, it
would seem logical to recognize the tax re
duction as the economic incentive which it
was intended to be, rather than call it special
revenue or relate it to an expense reduction.
As accountants we can become very wrap
ped up in the allocation of everything. We
should not fail to realize that the government
is interested in three things only; 1) raising
a certain number of dollars of tax revenue;
2) redistributing income via the income tax
route to produce the desired social benefits;
and 3) maintaining a relatively stable economy
with the smallest amount of unemployment.
Since the government never did purport to
define income, or to relate taxes to income
(except in its listings of taxable income or
deductible expense), perhaps we ought to
cease to be overly concerned with relating
income taxes to specific revenues or expenses.
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Price Waterhouse would like to show the
amount which appears on the tax return as
income tax expense for the year. Granted, a
few exceptions would be necessary. Most rules
are proved by their exceptions. But the
pamphlet does challenge the reader to ask
“Are all the exceptions which we presently
take necessary? Are all the deferrals of taxes
really realistic? Are we informing or mislead
ing investors?”

Dr. Marie E. Dubke, CPA
Memphis State University

“SELF-TEACHING INTERMEDIATE AL
GEBRA,” Vernon E. Howes and Roy Dubisch;
John Wiley & Sons, New York, 1965; 446 pages
(spiral bound); about $4.
Here is a book for the accountant who
wishes to teach himself the mathematics which
probably is not a part of his background
but which has become so necessary in today’s
business world.
The text follows the new approach in
mathematics: it begins by developing the
associative, distributive, and commutative laws
and then follows from there through polynomi
als, functions, exponents, logarithms, linear
equations, the binomial theorem, and quadratic
equations.
A self-teaching workbook, it applies the
principles of programmed learning. (There is
a companion textbook for those desiring a
more theoretical approach in accompaniment
with the more pragmatic one to be found in
the workbook.) Each new mathematical con
cept is taught by having the reader work
problems which are broken down into very
small steps. He does not go on to the second
step until he understands the first one. If he
makes an error, he must correct it before
going on so that he does not repeat mistakes.
Some familiarity with algebra is an aid to
the person who undertakes this without out
side assistance. But, for the accountant whose
mathematics background consists of not much
more than a year of high school algebra
some fifteen or twenty years ago, it’s a distinct
possibility to work one’s way through the
book alone—provided, of course, one has the
necessary persistence.

Dr. Bernadine Meyer
Duquesne University

LETTERS TO THE WOMAN CPA
ELAINE CEREGHINI, CPA Special Editor
Touche, Ross, Bailey & Smart
New York, New York

GOT A PROBLEM?

reader will not be misled.
I am just sitting here gleefully conjuring
up pictures of economists struggling to explain
to the general public how the country has
twice as many assets if all companies buy
assets and then execute non-cancellable leases
with other companies for these same assets.
Could this not be one of those situations,
that arise now and again, that are theoreti
cally correct but which have impractical
aspects because of the problems of getting a
general understanding of the underlying prin
ciples and purposes?
MARY F. HALL, CPA, Editor

Are you bound to and troubled by out
moded accounting principles or procedures?
Do you have some additional thoughts or
contrary opinions on the subject matter of the
last article you read in THE WOMAN CPA?
Do you have a real, practical accounting prob
lem that you have solved or still need solution
on? If so, you are exactly the person whose
views we are seeking through the Letters to
THE WOMAN CPA column.
The Editors are very much interested in
providing this column for those of you who
wish to be heard. The vehicle for exchange
of your ideas is open. Write that letter now
and gain from ideas of others or share your
ideas with them.
The Editors wish to thank the many readers
who have written to THE WOMAN CPA giv
ing their favorable impressions on the mag
azine’s new look and feature articles. Although
such letters do not fit into the professional and
technically oriented nature we have in mind
for the Letters column and have not all been
published, the editors, nevertheless, appreciate
the interest and hope that readers will also
continue to voice their likes and dislikes on
the contents of the magazine as a guide for
future editorial policy.
E. C.

“FINANCIAL REPORTS IN 1968,” Leonard
M. Savoie, CPA, FINANCIAL ANALYSTS
JOURNAL, Volume 24, No. 2, March-April
1968.
If you want a brief, concise, non-technical
overview of the four Accounting Principles
Board Opinions (Opinions 7, 8, 9, and Omni
bus Opinion 1966) which are effective for
calendar year 1967 financial statements, you
will find them in this article. Based on an
address to the Federation of Women Share
holders by the author, executive vice-president
of the AICPA, the article sums up the APB
opinions well and in layman’s language.

“MANAGEMENT MISINFORMATION SYS
TEMS,” Russell L. Ackoff, MANAGEMENT
DECISION, Volume 2, No. 1, Spring 1968.
Here is an article for anyone contemplating
installation of a new information system. The
author warns that most management informa
tion systems are designed with the thought
that almost all managers lack relevant infor
mation. He contends, however, that managers
are not confronted with an information defi
ciency but rather an overabundance of ir
relevant information.
Dr. Bernadine Meyer
Duquesne University

LEASED ASSETS-DISCLOSURE
Barbara Rausch’s conjecture, (June issue)
that the reporting of leases pursuant to Ac
counting Principles Board Opinion No. 5 might
lead to wholesale inflation of balance sheets
if adequate disclosure is not made of leased
assets, raises an interesting point.
However, it seems to me that this is just
another situation where the accountant as
sumes an additional responsibility for proper,
informative presentation of financial statement
information in a way that the knowledgeable

ANNUAL MEETING
AMERICAN WOMAN'S SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
In accordance with Article V, Sections 1 through 4, of the Bylaws of the American Woman's
Society of Certified Public Accountants, notice is given that the regular Annual Meeting of the
Society will be held at 9:00 A.M. on Saturday, October 12, 1968 in the Washington Hilton Hotel,
Washington, D.C.
Marjorie June
Secretary 1967-1968
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Over 10,100 successful CPA candidates
have been coached by
International Accountants Society, Inc.

Byron Menides,
President of IAS, says:

“If you don’t pass your CPA examination
after our CPA Coaching Course,
we’ll coach you free until you do!”
Any CPA will tell you it takes more than accounting
knowledge and experience to pass the CPA examination.
You must know the quick, correct way to apply your knowl
edge, under examination room conditions.
How you budget your exam time, for example —how you
approach each problem or question — how you decide,
quickly, the exact requirements for the solution — construct
an acceptable presentation — extract relevant data — and use
accounting terms acceptable to the examiners.
That’s where the International Accountants Society can
help you. As of May 1, 1967, 10,176 former IAS students who
had obtained all or a part of their accounting training
through IAS had passed CPA examinations. Our CPA Coach
ing Course is proven so effective we can make this agree
ment with you:

Approved under the new GI Bill

The IAS CPA Coaching Course as well as the full IAS
accounting curriculum is approved under the GI Bill. You
start any time you please—there are no classes, no fixed en
rollment periods. So, you can make maximum use of the
time available, starting as soon as you enroll and continuing
right up to the examination dates.
Send today for free report

To get the complete story on how you (or some member
of your staff) can benefit from the proven IAS CPA Coach
ing Course, just fill out and mail the coupon below. No
obligation.
International Accountants Society, Inc.

“If any IAS CPA COACHING COURSE enrollee
fails to pass the CPA examination in any state
after meeting all the legal requirements of the
state as to residence, experience, preliminary edu
cation, etc., IAS will CONTINUE COACHING
WITHOUT ADDITIONAL COST until the en
rollee is successful."

A Home Study School Since 1903
Dept. 8615. 209 W. Jackson Blvd.
Chicago, Illinois 60606
Att: Director of CPA Coaching
Please send me your new report on the IAS CPA Coaching
Course. I understand there is no obligation.

Name.....................................................................................
Address.............................................................................................

The IAS CPA Coaching Course is designed for busy ac
countants. You train at home in your spare time, at your own
pace. Most important, every lesson is examined and graded
by one of our faculty of CPA’s, who knows exactly the prob
lems you’ll face in your CPA examination.
If you need refresher training in certain areas, IAS will
supply, at no extra cost, up to 30 additional elective assign
ments, complete with model answers, for brush up study.

City........................................................................................
State......................................................... Zip.......................
Employed by.............................................................................

Approved under the new GI Bill.
□ Check here if entitled to GI Bill benefits.
Accredited Member, National Home Study Council.

